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CENTRAL INTELLIGENCE AGENC Y
QFFICE OF NATIONAL ESTIMATES

8 October 1963

MEMORANDUM FOR THE DIRECTOCR

SUBJECTs Prospects for US~Argentine Relations

SUMMARY

The Investment Guarantee Agreement (IGA) between the US and
Argentina, signed earlier this year with the Guido Administration
is due for consideration by the new Argentine Congress, and is
almost certain to be rejected. The accompanying debates nay
easily lead to repudiation of Argentine contracts with verious US
oll companies, since these contracts are popularly identified with
the IGA. The result could be & seriocus setback for US-Argentine
reletions.
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1. President-Elect Arturo Illis is due to be inaugurated on
12 Qctober, and in other circumstences, hie accession would efford
en opportunity for continuing the recent favorable trend in US-

Argentine relations. Illia 18 a moderate, personally honest and

GRCUP 1
Excluded from automatic
S-E~-C-R-E-T downgrading and
declassification

Approved For Release 2005/11/29 : CIA-RDP79R00904A001000020025-4



Approved For Relggse 2005/1 1729 Bk 5B 75R00904A0Q4000020025-4

respected individuel, who has indiceted his willingness to foster
even closer US-Argentine ties. The present leaders of the

Argentine militery are slso eager to continue cooperating with

the US.

2. But the circuumstences ere not propitious. There are two
Phenomena in the situation which may be perticularly disruptive.
The first is thet Illia's roliticel position will be wesk. He was
elected by a minority and cen obtain e congressional mejority only
by errenging a coalition. To obtain essential legislation Illie
must plecete strongly nationalist elements in the Congress. Illiae's
own campelgn commitments mey also have circumseribed his Preedom of

action as President.

3. The second pitfell is the US-Argentine Investment
Guarantee Agreement (IGA), 8 sﬁandard feature of AID programs,
which wes reluctently egreed to this Year by outgoing President
Guido. The Argentine militery, eager to secure US militery aid,
appear to heve exerted their influehce in behalf of the IGA.
However, because of 1ts provision for compulsory foreign arbitra-
tion, the IGA 1s offensive to Argentine nationslists, They insist
that this provision is en insulting infringement of Argentine

soverelgnty. 1In view of the politicel Pressure building against
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the IGA and Illie's need for congressionel support, he prcbebly
will submit the IGA to the Congresa. The Congress, almost certainly,

wlll repudiate it.

h.  While the IGA is & common device designed to reassure
potentlel or hesitent US investors, the Argentinians argue ==
wlth some Justification -- that the former have not needed 1its
protection. US capital has been welcomed in Argentina and has
Prospered there without en IGA. 1In faet, direct US private invest-
ment, which in 1960 totalled some $LT2 miilion, had increased to
$656 million (1961) end to nearly $800 million (1962) before the
agreement was signed. Thus, if the agreement now comes before the
Congress and is rejected, as appears likely, that very process
would adversely effect continuing good reletions end the climate

for foreign investments.

5. More specifically, the nationelistic fervor incited by
the IGA is likely to have serious repercussions on the petroleum
contracts with US compenies. Although these contracts have been
under nationélist attack ever since they were made during the
Frondizi Administretion (1958-1962), they have benefitted Argentina
by enabling the country to meet its requirements for crude petroleun

from its own reserves. While some of the econtracts will have to be
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renegotiated, others can be defended on thelr demonstrated

merite -- & position with which Illia ogrees. There is, however,
e clear danger that a crescendo of nationelistic resentment
agelnst the IGA will elso demand repudietion of all the petroleun
contracts. Such e development would not only discourage further
US privete investment, but would elso disrupt the substential
improvement in US-Argentine relations evidenced by prompt

Argentine support during the Cuben missile base crisis.

FOR THE BOARD OF NATIONAL ESTIMATES:

25X1

SHERMAN KENT
Chairman
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Q‘lEMORANDUM FOR: Mr. SHerman Ken

Noted by DCI. O.K. for distribution to USIB.

W. Elder
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UNITED STATES GOVERNMENT 7
o
Memorandum 21, WK
TO ' The Director DATE: 8 October 1963 -
25X1 FROM : AD/NE

SUBJECT: Memorandum: 'Prospects for US-Argentine Relations"

The attached calls attention to the likellhood of troubles in
US-Argentine relations with particular reference to the Investment
Guarantee Agreement.

We recommend distribution to USIB members for information.
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CONCURRENCE:

Deputy Di 1}’0 tor/Intelligence

cknprop®d For(Relea®rcPAQ5)11/29 : CIA-RDP79R00904A001000020025-4



